AMENDED IN ASSEMBLY JANUARY 3, 2000

CALIFORNIA LEGISLATURE—1999-2000 REGULAR SESSION

ASSEMBLY BILL No. 1190

Introduced by Assembly Member Honda

February 26, 1999

An act to amend Sections—10+-5000,-50630—and SUE8 5062,
and 22258 of the Business and Professions Code, relating to
accountancy.

LEGISLATIVE COUNSEL'S DIGEST

AB 1190, as amended, Honda. Accountancy.

Existing law provides for a California Board of Accountancy
in the Department of Consumer Affairs for the purpose of
licensing and regulating the practice of accountants in
California.

Existing law also provides that an accountant licensed by
the board is required to issue a report, conforming to
professional standards, upon completion of a compilation,
review, or audit of financial statements.

This bill would require an accountant to indicate, in his or
her report, a lack of independence with respect to the
issuance of a client's compilation report and would prohibit
the publication of the reason for the lack of independence.

This bill would provide that accountants who provide
services under specified circumstances shall not be deemed to
lack independence and would also make technical
conforming changes to various provisions that incorrectly
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make reference to the California Board of Accountancy under

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECHON3—Seetion10t-efthe Business and

SECTION 1. Section 149 of the Business and
Professions Code is amended to read:

149. (a) If, upon investigation, an agency designated
in subdivision (e) has probable cause to believe that a
person is advertising in a telephone directory with
respect to the offering or performance of services,
without being properly licensed by or registered with the
agency to offer or perform those services, the agency may
10 issue a citation under Section 148 containing an order of
11 correction that requires the violator to do both of the
12 following:

13 (1) Cease the unlawful advertising.

14  (2) Notify the telephone company furnishing services
15 to the violator to disconnect the telephone service
16 furnished to any telephone number contained in the
17 unlawful advertising.

18 (b) This action is stayed if the person to whom a
19 citation is issued under subdivision (a) notifies the agency
20 in writing that he or she intends to contest the citation.
21 The agency shall afford an opportunity for a hearing, as
22 specified in Section 125.9.

23 (c) If the person to whom a citation and order of
24 correction is issued under subdivision (a) fails to comply
25 with the order of correction after that order is final, the
26 agency shall inform the Public Utilities Commission of the
27 violation and the Public Utilities Commission shall

28 require the telephone corporation furnishing services to
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—3— AB 1190

that person to disconnect the telephone service furnished
to any telephone number contained in the unlawful
advertising.

(d) The good faith compliance by a telephone
corporation with an order of the Public Utilities
Commission to terminate service issued pursuant to this
section shall constitute a complete defense to any civil or
criminal action brought against the telephone
corporation arising from the termination of service.

(e) Subdivision (a) shall apply to the following boards,
bureaus, committees, commissions, or programs:

(1) The State Board of Barbering and Cosmetology.

(2) The State Board of Funeral Directors and
Embalmers.

(3) The Veterinary Medical Board.

(4) The Hearing Aid Dispensers Examining
Committee.

(5) The State Board of Landscape Architects.

(6) The California Board of Podiatric Medicine.

(7) The Respiratory Care Board of California.

(8) The Bureau of Home Furnishings and Thermal
Insulation.

(9) The Bureau of Security and Investigative Services.

(10) The Bureau of Electronic and Appliance Repair.

(11) The Bureau of Automotive Repair.

(12) The Tax Preparers Program.

(13) The California Board of Architectural Examiners.

(14) The Speech-Language Pathology and Audiology
Examining Committee.

(15) The Board for Professional Engineers and Land
Surveyors.

(16) The Board of Behavioral Science Examiners.

(17) The State Board of Registration for Geologists and
Geophysicists.

(18) The Structural Pest Control Board.

(19) The Acupuncture Examining Committee.

(20) The Board of Psychology.

(21) The-Stat€alifornia Board of Accountancy.

SEC. 2. Section 5062 of the Business and Professions
Code is amended to read:
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5062. (a) A licensee shall issue a report which
conforms to professional standards upon completion of a
compilation, review or audit of financial statements.

(b) A licensee, who is not independent with respect to
a client as to a compilation report upon the client’s
financial statements, shall modify his or her report,
accordingly, stating the lack of independence.

(c) A licensee shall not state, in his or her compilation
report, or in any attachment to the financial statements,
the reason for the lack of independence. A licensee may
provide a letter or other written explanation that states
the reason for the lack of independence to the client or
a third-party reader of the client’s financial statements.

(d) A licensee who provides transactional recording or
other similar accounting services to a client pursuant to
subdivision (e) of Section 5051 and who exercises
professional judgment as to the recording of the
transactions shall not be deemed to lack independence
solely by the factual circumstance of providing those
public accounting services to clients.

SEC. 3. Section 22258 of the Business and Professions
Code is amended to read:

22258. The following persons are exempt from the
requirements of this title:

(@) A person with a current and valid license issued by
the—State California Board of Accountancy and his or her
employees while functioning within the scope of their
employment.

(b) A person who is an active member of the State Bar
of California and his or her employees while functioning
within the scope of their employment.

(c) An employee of any trust company or trust
business as defined in Chapter 1 (commencing with
Section 99) of Division 1 of the Financial Code while
functioning within the scope of his or her employment.

(d) A financial institution regulated by the state or
federal government, and employees thereof, insofar as
the activities of the employees are related to their
employment and the activities of the financial institution
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with respect to tax preparation are subject to federal or
state examination or oversight.

(e) A person who is enrolled to practice before the
Internal Revenue Service pursuant to Subpart A
(commencing with Section 10.1) of Part 10 of Title 31 of
the Code of Federal Regulations, and his or her
employees while functioning within the scope of his or
her employment.

Professions-Cedeis-amendedto+ead:
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